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Kazakhstan-Based Qazaq Banki 'B-/B' Ratings Placed On
CreditWatch Negative Due Eo Low Regulatory Capital Buffers

Prrmary Credit AnalysE: Suren Asaturov, Moscow, (1) 495-662-34-
90; suren. asaturovGspglobaf. com
Secondary Contact: Anastasia Turdyeva, Moscow, (1) 495-183-40-
97 ; anastasia. turdyevaGspglobal. com
Additional Contact: Einancial Institutions Ratings Europe,'
E-Trl E-rr r^naA <nglObal . COm

o Continuously deteriorating capitalizati-on makes Qazaq Banki
vulnerable to the current weak operating environment in
Kazakhstan, including occasional tiquidity pressures that
small and midsize Kazakh banks frequently experience due to
[he vofatility of their funding base.

o Afthough we understand that shareholders and the state may
step in to help Qazaq Banki, the exact amount and timing of
such support is still not certain.

o As a result, we are placing our'B-/B'and'kzB+r raLings
on Qazaq Banki on CreditWatch with negative implications.

o We expect to reso-Ive the CreditWatch within the next three
months, when we should have better understanding on the
potential amount of additional capital support from the
sharehofder and the government, if any.

MOSCOW (S&P Global Ratings) JuLy 27, 2011--S&p Global Ratinqs
said today that it placed its 'B-/B' long- and short-term
counterparty credit ratings and its tkzBtt Kazakhstan national
scafe rating on Kazakhstan-based Qazaq Banki JSC on CreditWatch
r^rifh no.r:i_ irro imnlinrFinnq

The CreditWatch placement reffects our concerns regarding eazaq
Bankirs deteriorated ross absorption capacity and fow regulatory
r-:nil_ :l hrrffore r]rro f n rrnir] rqqol- drar^71. h '.'a-L 
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generation, and uncertainty with regards to the time and amount
of a capital injection from the sharehofders, ds well support
f rnm i_ ha ^A\76rnman1- i f an\/, We a_ISO think tha I nof enf i afsLlJ . qlJv uftrlrJ! urru u lrvLUrtu I

deterioration of asset quality and vufnerability of the funding
base might be additional risk factors for the bank's
creditworthiness. we rate Qazaq Banki at rB-r because the bank
does not meet our definition of the 'CCC+' issuer credit ratinq.

Additlonallyr we are aware of the sharehofders' plans to merge
Qazaq Banki with domestic peer Bank RBK .fSC (B-lWatch Neq/B) .

This transaction is likely to happen in 2018, but we do not have
details on the terms of the merger and the strateqy for the
mercrorl l''r:nk :f f hi e ql_ :ao..."-yJuqYU.



Due to previous rapid asset growth, Qazaq Banki's capitalization
has weakened, and regulaIory capital buffers lowered (as of June
7,2071, the bank's Tier 1 and total capitalization ratros were
9.22 and I0.22 versus the regulatory minimums of 8..5% and 102,
resne r-f i rre l rz) Tn arrr rri ar^r this means the bank Will f j kel v rpnu! v elJ / .

f ho ri elz nf nnl_ anf i el I rz hoi n^ i naamn I i:nt- uri j- h roarrl a1_ r---1r9 _Lilcorilp-L-La{}L -Jry
capital adequacy minimum requirements r-n the absence of a

capital injection, given the bank's fow internal- capital
generaLion. We understand that shareholders are committed to
providing at Ieast Kazakhstani tenge (KZT) 4 billion (US$12.3
hillion) fh.i s \/ear ancl note^tr..i-r1., -^r.r+.;^--r ^^^.i+-r rfterward.liusr urrv yvLUlrLIqafy ouuIUIvllar Ual,fLaf c

We afso understand that the government might decide to provide
the bank with capital support under the framework of a
recapitafization program of at l-east KZT500 biflion that has
been recently put together to support Kazakh banking sector.

Frrrf h ermorF - Oazac Ranki r-rrrronl_ l r,z ronnrf q ql- rnnc :qqal- -'.-l i F"!v!e/ -._r_- *s strong asset qualrry/
r"li Fh : nAnnarfa-mi n^ I a:n lI!v!rrrrrrv rvqrr \NPL) ratio of about 3.1? of total
foans. We think that, following rapid asset growth over the past
few years, the portfolio will- start seasoning and NPLs will
likelrz increase to B%.

The share of Qazaq Banki's liquid assets (cash, interbank, and
central- bank exposures/ as well as the securities portfofio) was
about KZT63 bi]Iion (14 .52; of total assets ) as of mid-June 201-1 .

So far this yearr we have observed that some small and midsize
banks in Kazakhstan are experiencing unforeseen outflows of
funding, including deposits from government-related entities. We

therefore consider that potential volatility of deposits and
'I 

iorticl itrz renr^nanf a -h^f L^r qa)rrr-F af nraqqrrra 
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^razan R.rnlzi lqffyururLJ rEy!cDUltLJ dlluLtIc! Jvuru9 vr y!__ ys!sy
creditworthines s .

We expect to resolve the CreditWatch within the next three
months/ when we shoul-d have more clarity on the potentiaf amount
and timing of capital support for Qazaq Banki from the
shareholders and the government.

We could lower the ratings if Qazaq Banki does not receive
enough capital support to restore its capitalization and
sustainably maintain its capital ratios above the regulatory
minimums. Also, rating pressure coul-d arise if the bank's
portfolio quality deteriorates substantially more than we
currently expect and the additionaf provisioning s-Lgnificant-1y
squeezes capital whrle additional equity inflows are not
sufficient to maintain capitalization of the bank at acceptable
fevels. Moreover, we could consider a downqrade if we see



significant deterioration of the bank's Iiquidity posi-tion or
funding stability.

We could affirm the ratings if we see that the bank receives
sufficient capital support., restoring capital adequpcy ratios to
substantially above the minimum required levels and the risks of
non.omnl i:nce wi f h recnrl atorrz ro.nri remenf q qtthsi rj ed. r^rhiIe therrvllevllryrrqffuu vvILIf rvyufquv!J !vYqt !vvv/

h:nkrs Iicrrli clif ru nosition remains stable.t'vpL
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